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Performance Management in Illinois

With the fiscal challenges currently faced by
governments, the focus is on “doing more with
less” and citizens are demanding that govern-
ments be held accountable for money spent on
programs. More and more governments, such
as the State of Illinois, are listening and
responding by using performance management
techniques to assist in the evaluation of the gov-
ernment’s programs and allocation of resources
to help meet the government’s top priorities.

The use of performance management allows
policy makers and citizens to evaluate the
quality and effectiveness of government serv-
ices through a set of “measures” or “activities.”
Performance measures include inputs
(resources used), outputs (program activities),
efficiency measures (ratio of inputs to outputs),
and outcomes (the actual results of programs
and services). Performance measurement
provides a format
which allows gov-
ernment to review
their overall goals
and evaluate
whether they were
met in an efficient
and effective man-
ner by reviewing
each  program’s
results and out-

language providing a format for Illinois state
government to establish priorities and evaluate
state agencies’ performance in meeting those.
Among other changes, the law requires the fol-
lowing:

o Starting with the fiscal year 2012 budget, the
Governor (along with the appropriation
committees of the General Assembly) will
prioritize outcomes for each of the Gover-
nor’s agencies and will set goals needed to
meet those outcomes.

* Each constitutional officer will need to pro-
vide similar lists of outcomes and goals for
his or her agency.

* The Governor and other officers will “con-
duct performance analyses to determine
which programs, strategies, and activities
will best achieve those desired outcomes.”

Comptroller’s FY 2009
Public Accountability Report
Receives National Award

The Association of Governmental Accountants has award-
ed the lllinois Office of the Comptroller a Bronze Certificate
of Achievement in Service Efforts and Accomplishments
Reporting for its 2009 Public Accountability Report.

The organization highlighted the report’s overall presenta-

comes. tion, clarity and broad scope of state agency participation

With this in mind,
the General
Assembly passed
and on July 1,
2010, the Gover-
nor signed into law
Public Act 96-958,
which  included

tion.

in designating the award to lllinois. The AGA did note
some potential areas of improvement and anticipated an
even higher rating for future lllinois reports based on the
strong showing demonstrated by the state in its first ever
submission to the organization for its review and evalua-
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FROM THE COMPTROLLER

Dear Readers:

This issue of Fiscal Focus provides an overview of the Comptroller’s Illinois Public Accountability
Report, an activity that has been an important priority of this administration. The report’s objective is to
enhance the accountability of state government to the public it serves, and this project produces annual
reports designed to illuminate how well state agencies are carrying out their statutory missions. Although
the information and data are self-reported by state agencies, the format is based on Service Efforts and Accomplishments (SEA)
reporting standards as recommended by the Governmental Accounting Standards Board (GASB).

Public accountability reporting can assist state government officials and the public at large by making government programs more
results oriented. Public Act 96-958, signed this past summer, put into state law requirements formalizing the collection of produc-
tivity data that the Comptroller’s office has been compiling and refining since the late 1990s. Now all constitutional officers and state
agencies will need to define and prioritize their outcomes and goals and develop performance measures to be reported to this office
for inclusion in the Public Accountability Report beginning with the fiscal year 2012 budget.

The fiscal year 2009 Public Accountability Report included coverage of 69 selected state agencies, an increase from the 19 agencies
in the fiscal year 1999 report. This group of agencies contributed a significant part ($53.84 billion or 92.5%) of the $58.2 billion in
appropriated expenditures for fiscal year 2009. Expanded participation is expected as the requirements of Public Act 96-958 are put
into place.

As the state’s budget deficit continues to impact all sectors of Illinois, this issue also takes a look at what is going on in some other
states, such as the magnitude of their budget deficits, changes in state employment levels, and relative tax burdens. Obviously no

easy solutions exist and the challenges we face are numerous.

Additionally, insofar as this is the last issue to be published in my tenure as Comptroller,
I would like to take this opportunity to thank our readers for your support of the Office
of the Comptroller, Fiscal Focus and its mission to provide insightful analysis of issues
facing the state’s budget. In my letter in my first Fiscal Focus in 1999, I argued for pas-
sage of legislation to create a Rainy Day Fund, warning that not saving some of the late
1990s surpluses would be “shortsighted and forgetful of the past.” Although the creation
of the Budget Stabilization Fund in 2001 is an accomplishment that I remain proud of,
the fiscal challenges of the last few years have exceeded what anyone would have antic-
ipated a decade ago. It is my hope that, as Illinois moves forward to extricate itself from
its current dire circumstances, policymakers will remember to view economic down-
turns as inevitable as expansions and that long-term fiscal planning should be a critical
component of any responsible budget process.

I would also like to take this opportunity to thank my entire staff including the Fiscal
Focus editorial staff and its contributors for their hard work and perseverance during one
of the most challenging eras in the history of state government. I am genuinely grateful
for your service and professionalism.

Finally, I welcome Comptroller-elect Judy Baar Topinka and her incoming staff. Having
served as a partner and fellow Constitutional Officer with the Honorable Ms.Topinka
during her service as State Treasurer, I am more than confident that the office is being
left in capable and responsible hands. Congratulations and Good Luck to Comptroller
Topinka.

Sincerely,

Daniel W. Hynes
State Comptroller
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The Governor will recommend appropria-
tions to the General Assembly based on the
agreed “goals and priorities,” taking into
account each agency’s effectiveness. A pri-
ority in recommendations is to be given to
agencies that have shown a “focus on the
prevention of waste and the maximum
yield from resources.”

Appropriations can be adjusted (through a
supplemental) if a state agency fails to meet
or exceeds goals.

The Governor will need to create a process
to measure progress towards the agencies
goals and develop a statewide reporting
system that compares the actual results of a
program with the budgeted results.

These performance measures and results
will need to be submitted to the State
Comptroller to be posted on that agency’s
website and compiled for distribution in the
Comptroller’s Public Accountability
Report.

The Governor’s budget office will need to
post an online survey on their website
beginning in February 2011. The survey
will allow residents of the State to prioritize
proposed spending measures for the next
fiscal year.

¢ Senate Bill 3383 currently under consider-
ation in the General Assembly would,
among other changes, have the Governor
create a commission to advise him on out-
comes and goals for the state. The commis-
sion also would write an annual report on
the Governor’s proposed outcomes and
goals.

Setting goals and objectives and tying them to
outcomes is not new to Illinois state govern-
ment; the Comptroller has been reporting
agency performance measures for over ten
years (earlier Public Accountability Reports
can be found at http://www.ioc.state.il.us
/office/PAR/Reports.cfm). However, link-
ing state agency performance to the appropri-
ation process as set forth in this new law is a
new development. Ideally, being able to link
how much money (resources) the state pro-
vides to how well the state agency or program
is performing (results) will restore the pub-
lic’s confidence in state government.

Service Efforts and Accomplishments
Reporting
Service Efforts and Accomplishments (SEA)

reporting has been advocated for years by the
Governmental Accounting Standards Board

History of the Public Accountability Report

* On April 2, 1997 the Chairman of the GASB and its Director of Research announced the
designation of Illinois and its FY 1997 Comprehensive Annual Financial Report
(CAFR), as a GASB SEA experimentation project.

* In 1998 the Illinois Office of the Comptroller established a SAMS procedure for SEA

reporting and produced an SEA report, included in the state’s CAFR.

* In 1999 the Illinois Office of the Comptroller launched the Public Accountability Report

(PAR) by which state agencies annually report on their SEA performance in carrying out
their statutory missions. The Comptroller's office produced the first formal PAR report
with participation from 19 state agencies.

* The 2002 PAR is published as a separate report for the first time as participation in the

project grows.

* The 2009 PAR includes data from 69 state agencies, reflecting 92.5% of appropriated

expenditures. The report is submitted for the first time to the Association of Government
Accountants for review and receives a Bronze Certificate of Achievement.

* In 2010, Public Act 96-958 is signed into law requiring performance measures and

results for all state agencies to be submitted to the Office of the Comptroller for inclu-
sion in the PAR.
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(GASB), the national agency designated to set
standards for financial reporting by state and
local governments. SEA reporting examines
not only the financial resources allocated to
programs, but also the programs’ missions,
goals and objectives — plus quantifiable meas-
urements of whether the programs have
accomplished those goals and objectives. The
Public Accountability Report, published by
the Illinois Comptroller, uses SEA reporting to
provide information on the results of govern-
ment programs or services. It offers citizens,
government, and public officials, measures,
indicators, or metrics of the volume, quality,
efficiency, and results of public services.

Although no standards have been issued
regarding the performance measures for state
governments to use, GASB issued in June
2010 the Suggested Guidelines for Voluntary
Reporting to use in preparing SEA reports.

According to GASB, an SEA report should
include four essential components that will
help the user assess the efficiency and effec-
tiveness by which the goals and objectives of
government services are achieved. The four
components are:

* Purpose and Scope — Why is the govern-
ment providing a report? For whom? What
information is the report to communicate?
How will the reported information assist
users in assessing performance and making
decision? What programs or services are
included? Why were they included?

* Major goals and objectives - What are the
programs intending to accomplish? What is
the program striving to achieve? What does
a program expect to achieve?

* Key measures of SEA performance — Are
the measures going to provide a basis for
assessing the performance of the programs
and services being reported and provide
achievement of major goals and objectives?

¢ Discussion and analysis of results and chal-
lenges — Is there an analysis that identifies
the challenges and achievements of its
desired results?

GASB also suggests that an SEA report
include six qualitative characteristics. In other

Cover Story continued, page 4
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COVER STORY- continued from page 3

words, the information in the report should
effectively communicate the performance to
users. The six qualitative measures are:

Relevance — Will the information in the
report make a difference in a user’s assess-
ment of performance?

Understandability — Is the information in a
format that is easy to understand and com-
prehend?

Comparability — Are there established tar-
gets or measures from other entities that
can be used to make a comparison on if the
performance is improving, deteriorating, or
remaining the same?

Timeliness - Is the information issued soon
enough after the reported events?

Consistency — Are the measures being
reported on in the same way and from peri-
od to period?

Reliability — Can the measures be verified?
Objective? Faithfully represented?

Prior to June 2010, GASB issued a special
report that listed 16 suggested criteria to use
in preparing SEA reports. It is evident from
GASB’s recommendations that SEA per-
formance reports should clearly state their
purpose and scope, be issued on a regular and
timely schedule, be available through a vari-
ety of mediums, include information on pub-
lic involvement in establishing goals and
objectives, and contain public perceptions of
the quality and results of government pro-
grams and services.

State Comptroller’s Commitment

In broad terms, the Public Accountability
Report in Illinois seeks to:

Make state government more results-ori-
ented. Illinois state agencies should be
judged on what they are accomplishing,
rather than merely the volume of their
activities. SEA reporting enables agencies
to measure the effectiveness of the services
they provide to taxpayers and to gauge
how their outcomes and efficiency stack up
against other entities offering the same
services.

Increase public awareness of the efficacy
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of state government programs. Budget and
financial information is generally avail-
able. Information about the success or fail-
ure of certain services or programs is made
public from time to time on a piecemeal
basis through audits or press accounts. The
Public Accountability Report aims to make
comprehensive information on the results
of state government programs readily
available to the public and decision makers
in a simple, understandable format.

* Facilitate informed decision-making on the
allocation of state resources. A compre-
hensive review of the results attained by
state government programs can bring about
an approach to budgeting that allows pro-
grams to be judged by the results they pro-
duce. SEA reporting reveals whether a
program is performing up to expectations
as laid out in its mission and goals. Also,
by comparing resources and results to sim-
ilar programs in other states or a national
average (external benchmarking), SEA
reporting can provide guidance as to
whether programs are performing up to
standard and whether additional resources
are warranted or necessary.

* Increase public accessibility to information
on state government programs. Accounta-
bility is impossible unless the public
receives clear information on the activities
of government and then can avail them-
selves of opportunities to have input into
decision-making. The Public Accountabili-
ty Report attempts to meet this need. Other
avenues for both disseminating informa-
tion and collecting input need to be

explored. The Illinois Office of the Comp- ¢f

troller encourages all citizens to make sug-
gestions for improving the reporting
process.

Current Status of the Public
Accountability Report

Over the past few years the report has grown
from a total of 19 state agencies participating
in 1999 to 69 state agencies participating in
2009. The 2009 state agencies participating
contributed a significant part ($53.84 billion
or 92.5%) of the $58.2 billion in appropriated
expenditures.

The information in the annual reports is com-
piled and self reported by the state agencies
using a format established by the Comptrol-
ler’s Office. Overall, agencies provide indi-
cator data for a four-year period, three years
prior year actual and one year of current year
targets. A closer look at the reporting format
reveals information is collected for the
following:

A Program Name. An agency completes a

form for each major program. SEA reporting
looks at programs and how well they per-
form, not specific line items spending.

B Mission Statement. Each agency provides a

general statement of the program’s purpose or
reason for being. It should be derived from
state law or another authoritative source. A
mission statement should define what the
program aims to do, why and for whom.

C Goals and Objectives. Each program should

have goals that give a broad, but clear state-
ment of the general outcomes or results that it
was designed to accomplish. Objectives pro-
vide more specific tasks to be accomplished
to reach the program’s goals.

D Input Indicators. Inputs are budget items
such as expenditures or staffing that represent
what has been invested in the program in
order to obtain the desired results.

E’ Output Indicators. These are more traditional
activity measures that agencies have used for
years to justify their budgets. They measure the
quantity of the work produced by the program.
What they do not measure is whether the work
has accomplished its purpose.

F) Outcome Indicators. Outcomes represent
the accomplishments in SEA. These are the
main focus of the SEA report, where agencies
attempt to provide a few simple, quantifiable
measures that sum up the program’s perform-
ance at a glance.

G Efficiency/Cost Effectiveness Indicators. These
measures are intended to give an indication as
to how efficiently a program delivers its out-
puts or its results. Usually, efficiency indica-
tors are expressed as a ratio of costs per out-
put or outcome that can then be compared
from year to year or compared with other pro-

Cover Story continued, page 5
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@ No External Bench Marks Were Reported for this Program

In this example, the input indicators
show that the department devoted 22
full-time equivalents to the CCP and
spent $458.3 million in fiscal year
2009. A total of 198,294 assessments
were conducted which was very close
to the agency’s projected target of
199,190 set a year earlier. The depart-
ment was also very close to its goal
for face-to-face screens with 99.7%
compared to 99% projected target.
The CCP caseload costs were 26% of
the caseload costs for geriatric nurs-

£EmE A9 ing home care which exceeded the
401 projected target of 23.9%.
28 The efficiency/cost-effectiveness
indicators show the average monthly
B0 cost of Medicaid nursing care is
WID 1 92749 and that the CCP average
e monthly cost of care is $723.00.
#6,335,31
AT Based on an average monthly case-
load of 55,919 persons, the CCP pro-
m7%  vides a potential monthly savings of
p#%  $113.3 million.

;: What conclusion can be drawn about
the CCP based on the data presented
here? Although SEA data are not yet

510500 audited or verified in any manner,
f23m the information provided by the
_ Department on Aging suggests that

the program is fulfilling its mission.
Through the efforts of the program,

Fastina
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grams. These comparisons might suggest
where to look for efficiencies or whether a
program’s failure to produce results could be
due to insufficient resources.

External Benchmarks. External bench-
marks provide another indication of the pro-
gram’s accomplishments by comparing them
with, for example, similar programs in other
states or a national average.

Explanatory Information/Footnotes. Of
course, the indicators may not tell the whole
story. This section affords an agency the
opportunity to disclose additional or clarify-
ing information related to the program. This

Fiscal Focus

may include uncontrollable, external factors
that affect its performance, such as demo-
graphic data or budget cuts or a change in the
law or policy.

An Example Program

The Department on Aging’s Community Care
Program (CCP) is a good example for demon-
strating how to read an SEA report because the
program has a single, clear purpose: enabling
seniors alternatives to premature nursing
home care. The program screens all seniors
on their way to nursing homes to determine
which of them, with some help, are able to live
in a setting with less intensive care.

5

some of Illinois’ elderly were divert-

ed from nursing homes into less

expensive care provided at their

homes. Ultimately, this was not only

beneficial to those elderly persons
and their families, but also provided a poten-
tial savings of taxpayer dollars.

How is the State of Illinois Doing?

Although it is relatively easy to evaluate sin-
gle programs, it is more complicated to assess
state government as a whole. For example,
what if the question posed is, “How well is
[llinois state government doing?” Ideally, the
methodology of SEA reporting allows gov-
ernments to be evaluated at different levels. It
should not matter if the unit of analysis is a
program, an agency, a functional grouping of

agencies, or state government in total.
Cover Story concluded, page 11
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Fiscal Year 2011 General Funds Appropriations

As of the end of November 2010, General
Funds appropriations for fiscal year 2011
totaled $29.212 billion, an increase of $2.015
billion or 7.4% over fiscal year 2010 includ-
ing $2.557 billion in continuing appropria-
tions established so far for the state’s pay-
ments to its retirement systems. However,
as allowed by budget legislation this fiscal
year, the Governor has placed a contingency
reserve so far on over $76 million of those
appropriations - the specific monies may not
be transferred, obligated, encumbered,
expended, or otherwise committed. In addi-
tion to the contingency reserves, the Gover-
nor was allocated a lump sum of $3.466 bil-
lion in his office’s budget to spend or save as
he saw fit and to date he has reallocated near-
ly $2.669 billion leaving $797 million unal-
located. If the remaining $797 million went
unallocated and contingency reserves are
taken into account, then actual spendable
General Funds appropriations for fiscal year
2011 would be up $1.142 billion or 4.2%.

Nearly $66 million of the $76 million in con-
tingency reserves are from the State Board of
Education’s appropriations. The Department
of Agriculture and Student Assistance Com-
mission were the other entities which had a
portion of their appropriation authority
placed on contingency reserve. The numbers
detailing current General Funds appropria-
tions in the adjoining table do not reflect
these reserves; however, they do reflect the
year-to-date reallocation of a portion of the
lump sum appropriations given to the Gover-
nor by the General Assembly. The biggest
recipient of reallocated dollars from the Gov-
ernor’s lump sum was the Department of
Human Services who received nearly $978
million. Other agencies who have received
substantial allocations include the Depart-
ment of Healthcare and Family Services
($670 million), Department on Aging ($315
million), State Board of Education ($284
million) and the Department of Children and
Family Services ($254 million). Smaller
allocations of less than $50 million were
received by various agencies including the
departments of Public Health, Commerce
and Economic Opportunity, Juvenile Justice,

Fiscal Focus

Transportation and Veterans Affairs as well
as the Supreme Court and Community Col-
lege Board.

Aside from the contingency reserves and
reallocation of the Governor’s lump sum
appropriation, special attention needs to be

accompanying table. ~Appropriations for
pensions retain continuing appropriation
rights, i.e. under state law, the retirement sys-
tems can submit vouchers for payments of
their certified contribution amounts regard-
less of whether or not the appropriations
were contained in the enacted budget. As of

paid to pension funding when analyzing the

General Funds Appropriations by Agancy*
Flacal Years 2010 and 2011
{Dollare [n thousands)
¥ %
FY 2010 FY 2011 Change

General Assermbly 48,590 57,580 1,981 40
All Other Legiglative 20,583 44,801 12,238 414

Total, Legixlative 78,162 83,381 14,218 18.0
Suprema Court 285,840 284,840 4,000 14
Judges Ratirerant System 0 o0, 751 80,251 M
Office of the State Asoellate Defender 21,540 21,599 ] 0.0
Al Other Judicial 11,511 84911 {1.80C) {128

Total, Judicial 318,050 411,801 92851 20
Gowamor 6,386 815,306 803,820 NiA
Lt, Govemar 13 113 & o0
Aliormey General 32,583 32,583 ] 0.0
Bacretary of State 260,277 280,277 ] 0.0
Camplrolior 106,791 107,370 579 0.5
Treasurar 16,918 16,818 4] 0.0

Total, Elected Officials 423,078 1,232,517 808,438 181.3
Aging 656,214 628,827 {27,387) i4.2)
Agricultare 38,817 31,480 (5,157) {14.1}
Contra! Managemen] Sonvces 40,040 85,959 (4,081) (4.5}
Children and Famiy Sarvicas 864,852 833,014 {31,938) a7
Commarce and Ecanomic Opparunty 51,825 40,437 {11,388) (2210)
Nalurai Resources 54,940 51,495 (3.4485) (8.3}
Juverde Justice 17,864 118420 1,758 15
Comactions 1,476,773 1,114,880 {#1,883) 53)
Empioymant 5,908 6,008 0.0
Human Righ= 8,424 7,708 (1,718) {182}
Human Services 4,047 084 3,521,226 {525,858) {13.0)
Labor 5,885 5407 (278 (4.8}
Milary Aftairs 17,900 15,162 (2,738) {15.5)
Heatthears and Family Services 7,853,310 7,640,385 {212,733) 27
Public Hea'th 157 466 137,404 (20,062) {127}
Revenus 142 504 133,092 3412) (24}
Stale Police 287,368 272,004 (15,382) (5.3)
oot 78,042 79,035 fga 13
Vaterans' Affairs 60,448 65,732 5,283 BT

Total, Cods Departmante 15,715,172 14,785,757 {18,415 {59}
Arts Counc? BATD 8472 {88} {1.1)
Court of Claime 48,808 31,081 (18,725) {37 8}
Higlerl Prosmrvidion 12 858 10,796 (2.082) {18.2)
Stals Board of Elecions 12,350 15,521 3m 257
Emargancy Managameant 4,245 ERED {1,064) (25.1)
State Employess Retrement System 13 857,092 858,962 NiA
Al Other 66,745 86,166 2421 281

Tatal, Other Agenclos 154,735 1,012,310 857,575 554.2
State Board of Education 7,322,226 7,019,761 {302 465) {4.1)
Taachars Reliramant Systams 251,540 2,101,885 1,150,445 120.9

Total, Elem. & 8sc. Education 8,273, TGE 9,121,746 347,580 10.2
Higher Education 2 4 030 11%: 14.0

Total, Genoral Funds A9 2,014, TA
“As of Novamber 30, 2010, doss not raflsct ressrves
Source: Comptralier Records
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2010 Tax Amnesty Program Generates Significant
Revenues for the General Funds

As part of the fiscal year 2011 budget plan,
the General Assembly passed and the Gover-
nor signed P.A. 96-1435 which allowed for a
tax amnesty program to run from October 1,
2010 through November 8, 2010. It waived
the interest and penalties associated with
taxes due between June 30, 2002 and July 1,
2009. For most of the amnesty revenues, the
receipts were deposited into the fund origi-
nally owed the revenues, although portion of
amount intended for the General Revenue
Fund was directed to the Common School
Fund and a portion of revenues collected
were set aside for the Tax Compliance and

Administration Fund. As of December 31,
2010, $628.0 million of amnesty revenues
had been collected by the State of Illinois.

The primary sources of amnesty revenues
were the corporate income tax ($278.9 mil-
lion), the corporate personal property
replacement tax ($137.3 million), and the
sales tax ($171.9 million). Smaller amounts
were collected from individual income tax
and auto renting taxes. The majority of the
revenues were deposited into one of the Gen-
eral Funds ($391.8 million or 62% of the
total); all of the revenues from the corporate

replacement tax which were deposited into
the Personal Property Tax Replacement
Fund for allocation to local governments.

While the tax amnesty program generated
significant revenues for the General Funds
and exceeded the amounts assumed by the
fiscal year 2011 budget plan, it should be
noted that the majority of these revenues are
unlikely to be “new” revenues to state, but
instead an adjustment in timing of revenues
collected by the state. Taxpayers may have
delayed or accelerated their tax payments to
take advantage of the amnesty program. M
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the end of November, appropriations total
$3.512 billion for General Funds payments
to the five state funded pension systems (an
amount that will increase absent any legisla-
tive changes). For all of fiscal year 2010,
there were $964 million in General Funds
appropriations to the systems with nearly all
of that appropriation for the Teachers Retire-
ment System (TRS). In fiscal year 2010,
pension bonds were sold to fund the state’s
General Funds portion of pension contribu-
tions eliminating the need for an appropria-
tion for most of fiscal year 2010. (TRS had
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used its’ continuing appropriation authority
to receive a portion of its’ contribution in the
first half of the year — the bonds were sold
midway through the fiscal year and the Gen-
eral Funds were repaid once the bonds were
sold.) If one were to factor out the retirement
systems appropriations, the contingency
reserves and the unallocated amount of the
Governor’s lump sum appropriation, compa-
rable General Funds appropriations to fiscal
year 2010 are down $1.406 billion.

Nearly every agency in state government

received either flat or decreased funding
from the previous fiscal year. Some of the
hardest hit included the Department of
Human Services (down $526 million or
13.0%), State Board of Education (down
$302 million or 4.1% plus another $67 mil-
lion being held on contingency reserve) and
Healthcare and Family Services (down $213
million or 2.7%). However, the agencies’
final fiscal year 2011 appropriations will
depend on the remaining allocation of the
Governor’s lump sum. M
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Fiscal Year 2011 State Budget Deficits

Even though the national economy has seen
some signs of recovery from the recession that
began in late 2007, states are still working
through the budgetary challenges brought on
by the recession. According to a July 2010
report* from the Center on Budget and Policy
Priorities (CBPP), at least 46 states faced
spending cuts and revenue increases for
addressing their fiscal year 2011 pre-budget
adoption gaps, totaling $122 billion or 19 per-
cent of their state budgets. “Pre-budget adop-
tion gaps” are defined in the CBPP report as
“shortfalls that states dealt with when adopt-
ing budgets for 2011.”

California had the largest (in absolute terms)
fiscal year 2011 pre-budget adoption gap with
a total deficit of $17.9 billion. The state of
California, which is also the state with the
largest budget, cut services in the following
fields: Public Health, Elderly/Disabled, K-12
and Early Education, Higher Education and
their state workforce. According to the CBPP,
California has also cut funding for the Healthy
Families program, the state’s CHIP (children’s
healthcare) program, other parts of the Medi-
caid program, and reduced spending on ele-
mentary/secondary and higher education.

MMinnic’ ficeal vear 2011 nre-hndoet adontion

California and, according to CBPP, cut school
funding by $311 million, or 4 percent, in its
fiscal year 2011 budget relative to fiscal year
2010 levels. New Jersey ranked third with its
$10.7 billion pre-budget adoption gaps and
has made cuts in funding for Medicaid, state
government workforce, higher education, and
afterschool programs. New York ranked
fourth with $8.5 billion and has taken actions
such as reducing state higher education fund-
ing, which has increased tuition at the state
universities. North Carolina ranked fifth with
a pre-budget adoption gap of $5.8 billion and
has taken action such as eliminating funding
for teacher mentoring and reducing Medicaid
and higher education funding. The states with
the lowest pre-budget deficits are Idaho with
$84 million followed by South Dakota, $102
million; District of Columbia, $104 million;
West Virginia, $134 million and Wyoming
with $147 million.

Illinois was also ranked the highest among
surrounding states with its $13.5 billion
deficit. Wisconsin has the second highest Mid-
western state deficit with $3.4 billion followed
by Ohio, $3.0 billion; Michigan, $2 billion and
Indiana with a $1.3 billion pre budget adoption
deficit. Missouri had the smallest surrounding

Midwestern state deficit with $730 million fol-
lowed by Towa with $1.1 billion.

States with the largest fiscal year 2011 pre
budget adoption gaps as a total percent of their
General Fund budgets were Nevada with
54%, lllinois, 41.5%; New Jersey, 38.3%; Ari-
zona, 36.6%; and Maine with 34.7%.
Nevada, like many of the other states, made
cuts in Public Health, K-12 and Early Educa-
tion, Higher Education and their State work-
force. The states with the lowest total percent
of their budgets were District of Columbia,
1.7%; 1daho, 3.4%; West Virginia, 3.6%; New
Mexico, 6.2% and Alabama with 8.3%.

The CBPP report also states that at least 39
states have prepared estimates for the 2012
fiscal year and many are predicting continuing
budget problems. The report says the initial
estimates of these shortfalls total almost $112
billion and predicts that as the full extent of
2012 deficits become known, shortfalls are
likely to continue to grow to nearly $140 bil-
lion. The National Conference of State Legis-
latures released a report in December 2010#
with a similar outlook for fiscal year 2012 — as
the federal stimulus money will largely be
exhausted by the end of fiscal year 2011, sig-
nificant gaps will arise simply by the disap-
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Illinois’ Tax Burden

With the current fiscal dilemma confronting
the state, there has been much discussion of
reducing spending or raising revenues to
address the budget deficit. On the revenue
side of this equation, it may be relevant to
look at the tax burden for individuals in Illi-
nois compared to other states. According to
the Tax Foundation, Illinois ranked 30th in
terms of state and local per capita tax bur-
den in 2008, where the tax burden was cal-
culated as the ratio of per capita taxes paid
relative to per capita income for each state.

For Illinois, the total state and local per
capita taxes paid in 2008 was $4,346. This
ranked Illinois 16th among the states and
slightly higher than the

Illinois first in the Midwest followed by
Minnesota with per capita income of
$46,106 and Wisconsin with $40,953. The
rest of the states in the Midwest had per
capita incomes of less than $40,000. Con-
necticut had the highest per capita income
with $63,160 followed by Massachusetts
(856,661), New Jersey ($56,116), New
York ($55,032), and Wyoming ($53,163).
The lowest per capita income state was
Mississippi at $31,836 followed by West
Virginia ($32,145), Arkansas ($33,395),
Kentucky ($34,339), and South Carolina
($35,419). Among comparable states, only
Virginia had a higher per capita income

income used to pay state and local taxes.
This rate was slightly below the United
States average of 9.7%. Compared to the
Midwest, only Iowa and Missouri had
lower tax burdens ranking 31st and 32nd
respectively. The rest of the surrounding
states had in some cases much higher tax
burden rates. Wisconsin had the highest
rate of 10.2% and was ranked 9th followed
by Minnesota with approximately the same
rate (ranked 12th), Kentucky (25th), Michi-
gan (27th), and Indiana (28th). Even
though it had the highest per capita taxes
paid and per capita income, Connecticut
was third in the rankings with a tax burden

rate of 11.1%. Ranked

> number one with a tax bur-
national average of $4,283. Stais - Local Tax Burden den rate of 11.8% was
Illinois ranked higher than 2008 New Jersey follnowe d by
the states in the Midwest Total Stats and New York with an 11.7%
except for Mn.lnesota which Local Per Capita  Per Capita rate. Alaska had the low-
had per capita taxes of State Taxes Pald Income Rate Ranking est tax burden ranking
$4,688. W‘$¢‘jf“§$m with per | caifornia $5028  $1706  10.5% 6 | with a rate of 64% fol-
capita taxes of $4,194 was | Connecticut $7.007 $83,160 11.1% 3
the only other state in the | Fiorda 33441 $46,293 7.4% 47 lovdved\;;y Ne;vada §6(.)6(;% )
Midwest with per capita | Cooru® 33,735 $37,850 9.9% 16 an yoming (7.0%).
p P Iinois $4,346 $46,693 9.3% 30 | Mississippi which had the
taxes to exceed $4,000. The | indiana £3,502 £37,279 9.4% 28 lowest per capita income
state with the highest per | lowa Eﬁﬂﬁ ﬁiﬁ& 8.9% & and per capita taxes paid
) S Kentucky 243 338 8.4% 25
capita taxes paid in 2008 was  § b Lty $5.660 $52,700 10.8% 4 | was ranked 36th with a tax
Connecticut at $7,007 fol- Massachumetis $5.377 $56,661 8.5% 29 burden rate of 8.9%.
lowed by New Jersey Michigan $3,604 $3%,273 9.4% 7 Comparable states with a
($6,610), New  York | Minnosota $4.688 £46,106 10.2% 12 omp
($6.419). Maryland ($5.669) Missouri $3.508 $38,084 9.2% a2 higher tax burden rate
419), Maryland (53,009), | ngw Jarsay 86,610 $56,118  11.8% * | included Ohio, Georgia,
and Massachusetts ($5,377). | mew York $6.419 $55,032 11.7% 2 Pennsylvania, and Virginia
The only other state to gm yivania ﬁm iﬁ?ﬁ :g;: 1: while Texas’and Florida
. . BNy’ 3
exceed $5.000 in per capita | oo $3,160 $38,090 8.3% 44 | had lower rates.
taxes was California at Texas $3,580 $42. 796 8.4% 43
$5,028. Mississippi had the | Virgiria 4,660 547,666 8.8% 18 With 9.3% of income used
lowest per capita taxes paid | VWisconsin 34,194 $40,863 10.2% 9 to pay state and local taxes,
at $2,834 followed by Alaska Source: Tax Foundation. Illinois compared favor-
($2,871), West Virginia ' ably to the surrounding

(83,000), South Dakota

($3,079), and New Mexico ($3,114).
Among similar states in terms of size or
income, Virginia and Pennsylvania sur-
passed Illinois in per capita taxes paid while
Florida, Ohio, Georgia and Texas were
lower.

[llinois is one of the wealthier states in the
country. With per capita income of $46,693
in 2008, Illinois ranked 15th. This placed
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than Illinois while Pennsylvania, Florida,
Ohio, Georgia and Texas were lower. Illi-
nois per capita income was $2,439 or 5.5%
above the United States average of
$44,254.

The tax burden rate is the percentage of
income needed to pay state and local taxes.
Among the states, Illinois ranked 30th in
terms of tax burden with 9.3% of per capita

states. While the tax bur-
den on each individual is important, there
are many other aspects to state finances
such as business taxes. Some of the states
with the lowest rankings have natural
resources they tax which alleviates the tax
burden on individuals. However, having a
per capita tax burden rate below the nation-
al average is a positive for Illinois. W
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State Government Employment Trends

State government employees are necessary
to run the day to day operations of the state.
They are the link through which vital serv-
ices reach needy families and the general
public in an effective and efficient process.
However, the number of state government
employees varies from state to state due to
factors such as how centralized the state
government is, how dependent the state is
on local governments and the size and pop-
ulation of the state.

According to U.S. Bureau of Labor Statis-
tics (BLS) data to calculate state govern-
ment employees per 10,000 population, in
2009 Illinois was at the bottom of the list
with 115 employees and Hawaii had the
most with a ratio of 569 employees per
10,000 population. (Hawaii is different
from other states in that there is little local
government with most functions carried out
by the state. For example, elementary and
secondary education employees are state
government employees.) North Dakota
(373), Alaska (364), Delaware (357) and
Wyoming (303), states with relatively low
population bases, round out the top five
states with the highest ratios.

llinois’ 12.9 million residents in 2009
placed the state as the fifth most populous
according to the U.S. Census Bureau. Cal-
ifornia (37.0 million), Texas (24.8 million),
New York (19.5 million), and Florida (18.5
million) complete the list of the five most
populous states. These five states rank
among the ten states with the lowest ratio of
state government employees per 10,000
population. Illinois led the way with a ratio
of 115; Florida’s ratio of 116 is a close sec-
ond. California and New York, each with a
ratio of 133, tied for fifth lowest while
Texas (149) came in eighth lowest overall.

At the start of the current recession in 2007,
[llinois ranked second lowest in state gov-
ernment employees per 10,000 population.

A 1.16% two year annual decrease in the
total number of employees since then
helped move Illinois to the bottom of the
list. Overall, Illinois reported a drop of
23% in state government employment

annual average increase was the second
highest.

The other four states that make up the list of
the five least populated states reported two
year average annual hikes in state govern-

State Government Employees
Par 10,000 Population, 2009
{Selected States)
Employess Average
par 10,000 Stata Change

States Population* Population Rank 2007-2009°
Alagka 698,473 364 3 149%
Calitarmia 36,961,664 133 45 0.61%
Dalawars 885,122 57 4 1.28%
Flaricia 18,535,969 416 44 0.07%
Hawaii 1,295,178 589 i 0.89%
Winois 12,910,408 115 50 1.16%
Indiana 6,423,113 i 36 1.07%
lowa 3,007,858 222 18 1.22%
Kanaas 2.818,747 189 30 0.48%
Michigan 9,960,727 119 3 2.56%
Minnascta 5,266,214 188 H 1.03%
Migsguri 5,987,580 180 a5 0.8a%
Mebraska 1,796,618 227 17 228%
New Yark 19,541,453 133 46 -0.18%
Nerth Dakots B4,844 an 2 2.36%
Ohia 1,542,845 142 43 1.02%
South Dakota 812,383 224 18 1.40%
Texas 24,762,302 149 42 1.45%
Wisconsin 5,854,774 81 R 0.58%
Wyoming 542 270 303 5 3.18%
*Estimate as of Juty 4, 2008
* Average yoarly change in tofal number of state government employees between 2007 and 2009,
Sourca: Buraau of Labor Sististics, Curen: Employment Statistics and U.5. Census Buresu

from 2007 to 2009. Rhode Island’s 4.13%
average annual drop during the same two
year period was the largest drop among all
states. Overall, 12 states reported a
decrease in state government employees
per 10,000 population. Colorado’s average
annual increase of 3.6% in total number of
state government employees was the high-
est registered. Wyoming’s 3.18% two year

ment employment as follows: Hawaii
(0.89%), North Dakota (2.36%), Alaska
(1.41%) and Delaware (1.29%). Among
the most populated states, New York report-
ed an average annual decrease of 0.19% in
state government employment.  The
remaining three largest states saw increases
as follows: California (0.61%), Florida
(0.02%), and Texas (1.45%), A
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Federal Government Expenditures in Illinois

The federal government reports total spend-
ing of $116.1 billion in Illinois in fiscal year
2009. Over $95 billion was for three cate-
gories that each had expenditures in excess of
$30 billion: retirement and disability pay-
ments, other direct payments, and federal
grants. Federal expenditures are almost dou-
ble the Illinois state budget with state spend-
ing from appropriated funds, which includes
some spending from federal grants, totaling
$61.0 billion that fiscal year.

Per capita federal expenditures in Illinois of
$8,990 in fiscal year 2009 ranked 44th
among the states and were $1,405 or 13.5%
below the national average. Illinois received
less per capita spending than any of the sur-
rounding states or other large states. The
only states that trailed Illinois in federal
expenditures were Georgia, Minnesota,
Nevada, New Hampshire, Oregon and Utah.
Alaska ranked first among the states with per
capita federal payments of $20,351, while
Nevada was at the bottom with per capita
spending of $7,148. Per capita federal spend-
ing in the District of Columbia was $83,196
with a strong spillover to the neighboring
states with per capita spending of $19,734 in
Virginia and $16,169 in Maryland.

An examination of the breakdown in spend-
ing by major category helps explain why Illi-
nois is not a major recipient of federal funds.
Retirement and disability expenditures are

COVER STORY-_concludediiomNs=eERs;

However, evaluation does become more compli-
cated the higher the level.

The statutory changes mentioned earlier in the
article will be one step towards evaluating Illinois
performance. With the Governor and the Gener-
al Assembly working together to prioritize the
state’s goals and theoretically tying appropria-
tions to an agency’s performance in meeting
those goals, it is possible that an overall assess-
ment of [llinois government will take place. M
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primarily Social Security payments and also
include federal retirement and veterans bene-
fits. Per capita spending of $2,523 in Illinois
for these programs is 11.3% below the
national average (45th among the states) and
in part reflects that Illinois is not a major
haven for retirees nor should have a particu-
larly large pool of former federal employees.

The largest portion for the category other
direct payments is for Medicare. Other assis-
tance programs included in other direct pay-
ments are unemployment compensation, the
Supplemental Nutrition Assistance Program,
housing assistance, agricultural assistance,
and student financial assistance. Illinois is
higher than average for this category receiv-
ing per capita payments 3.5% greater than the
national average.

Most federal grants are to the state or to local
governments. Over half of the spending for
this category is from the Department of
Health and Human Services (primarily for
Medicaid). Other major granting agencies
are the Departments of Education, Trans-
portation, Housing and Urban Development,
and Agriculture. Illinois received per capita
federal grant payments 1.9% greater than the
national average.

The bulk of the procurement spending cate-
gory is by the Department of Defense. Illi-
nois seriously lags the national average in
receiving procurement spending, with per

capita payments of $892 (48.4% below the
national average). Procurement payments
are concentrated in a few states so that Illi-
nois ranks 33rd among the states in this cate-
gory. However, the data will not pick up sub-
contractor payments that could spread the
spending more evenly through the country.

[llinois also trails the national averages in
federal salaries and wages receiving $583 per
capita which is 39.4% below the national
average. Illinois’ lag in this area reflects Illi-
nois not being a major headquarters state for
federal agencies and Illinois having a rela-
tively low Defense Department payroll.

Federal spending data by state excludes
interest and international payments. Also
excluded are federal loans and insurance
payments. According to the Census Bureau,
Illinois residents received $2.7 billion in
direct loans and $20.6 billion in indirect
loans in fiscal year 2009. The bulk of direct
loan monies are for federal direct student
loans.The majority of spending for guaran-
teed loan programs is for mortgage insur-
ance. In fiscal year 2009, federal insurance
spending totaled $1.3 billion nationally. The
bulk of the spending was for flood insurance
with the majority of this spending helping
Florida, Texas, and Louisiana face natural
disasters. Of the remainder, Illinois received
$16.0 million primarily for flood insurance
and crop insurance. M

Monthly General Funds Tables Are Online

website —

in MS Excel format

Tables summarizing monthly General Funds revenue and
expenditure transactions are available on the Comptroller’s

o www.wh1.ioc.state.il.us/FiscalCondition/AllGeneralFunds.cfm

Just navigate to the bottom of the Fiscal Condition page, select
the month/year you are interested in from the drop down selec-
tion box, and click the GO button. Thew data will appear
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Mailing List Update Request

Dear Readers:

Due to budget limitations, we are continuing to review our publications’ mailing lists and are taking this opportu-
nity to request updates from you. If you would prefer an email notification as to when the publication is available
online instead of a hard copy, please provide to us an email address. However, if you have difficulty obtaining
Fiscal Focus online and you would prefer to receive a hard copy, we will be happy to continue your hard copy
service, but we ask that you confirm the name and address listed above by emailing us at
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